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Minimum wages have long been the subject of extensive scholarly debate in the United States. 
Many economists have reached different conclusions on the effects of minimum wages, 
particularly with regard to unemployment and poverty. In this study, I explore the effects of local 
minimum wages in a sample of US cities and counties on three poverty-related variables: 
unemployment, food insecurity, and jail admissions. The analysis is split into two sections. The 
first, which is similar to prior minimum wage studies, measures the relationships between the 
minimum wage, in nominal dollars, and each of the dependent variables. The second section 
incorporates differences in local costs of living among the sampled cities and counties to see if 
the relative purchasing power of the minimum wages, or the “gap” between the minimum wage 
and cost of living, affects their associated outcomes. Many earlier studies have accounted for 
cost of living only by adjusting the minimum wages for inflation, but this method simply 
captures growth in the price level from a specified base year rather than differences in cost of 
living across locations in a given year. Using stepwise fixed effects regression analyses, I find 
that the nominal minimum wage is positively associated with unemployment and negatively 
associated with food insecurity and jail admissions in the most complete models. The “gap” 
between the minimum wage and cost of living has a positive relationship with unemployment 
and no significant relationship with food insecurity or jail admissions in the most complete 
models. I also find that an additional independent variable – welfare generosity – is another 
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 Over the last century, few matters of economic policy in the United States have generated 
such extensive scholarly and public debate as has the federal minimum wage. Since its 
establishment in 1938, the federal minimum wage has been raised 22 times under 12 different 
presidential administrations, with each time reanimating contentious debates among both 
economists and policymakers (Kiger 2019). The most recent federal minimum wage hike 
occurred in 2009, when it climbed to $7.25 per hour from $6.55 per hour. Over time, the debate 
on minimum wage legislation has increasingly appeared in lower levels of government, as many 
states and localities have decided to set their own minimum wages – usually at a higher hourly 
rate than the federal requirement. At the time of this study, only five states — Tennessee, South 
Carolina, Mississippi, Louisiana, Alabama — do not have a state minimum wage. Thirty states 
and DC have set their minimum wages above the federal level (Paycor 2021). 
 As nearly 12 years have passed since the last federal increase, the debate has again 
resurfaced and drawn the attention of people from different political and ideological leanings. 
Many on the political left have pushed for further increases in the minimum wage – although not 
all agree on the proper amount. Their shared view is that the minimum wage should at least keep 
up with inflation, so as to not let its real value diminish. Some on the left push for an amount 
greater than merely the inflation-adjusted rate as a way to reduce both poverty and inequality. 
The right is more resistant to minimum wage increases for several reasons. Most on the right fear 
that requiring employers to pay higher wages would lead them to either cut workers or increase 
prices. Like the political left, though, the right has not reached a unanimous position. Those on 
the center-right may be open to more modest increases or adjusting the existing rate for inflation. 
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Some also believe that the minimum wage issue should be more of a state and local matter 
altogether to account for regional or local differences in cost of living.  
 Cost of living concerns are commonly expressed in minimum wage discussions, even 
across political leanings. While much of the left believes there should be a federal minimum 
wage increase to at least cover nationwide increases in the cost of living, many on the right tend 
to emphasize the variation that exists in cost of living across the country to advocate for localized 
decision-making regarding the minimum wage. The heightened attention on cost of living in 
recent years has prompted nationwide discussion of a need for a “living wage” — generally 
defined as a minimum wage that allows workers to afford more basic goods and services and to 
live a more comfortable life. A number of living wage calculators have been developed in recent 
years, including a notable one from MIT, which use available price data to estimate wages 
needed to meet minimum standards of living in a given area (Glasmeier 2020). Although these 
tools are helpful for understanding cost of living variation, they do not reveal anything about 
what outcomes are associated with the minimum wage falling short of the cost of living. Given 
its relevance to the ongoing minimum wage debate, I aim to explore this question further by 
incorporating cost of living differences into a study of local minimum wages in US cities and 
counties.   
 This differs from most traditional minimum wage studies, which make no such attempt to 
quantitively study cost of living variation in conjunction with minimum wage variation. While 
the first part of this analysis follows the traditional model of studying the controlled effects of the 
minimum wage alone, the second part examines the “gap,” or relative distance, between the 
minimum wage and cost of living in select US cities and counties. To do this, I used an index to 
measure relative differences in cost of living across locations, and I paired the index values for 
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each location with their corresponding minimum wage index values that I constructed. In both 
parts of the analysis, I used panel data to run fixed effects regression analyses. After completing 
the analyses, I also found one control variable – welfare generosity – to be particularly powerful 
and worthy of further discussion. 
 Beyond the inclusion of cost of living, this study also differs from prior minimum wage 
research in its selection of dependent variables. While nearly all earlier studies have narrowly 
focused on the minimum wage’s effect on unemployment or poverty, this study looks at its 
effects on two poverty-related variables – food insecurity and jail admissions – in addition to 
unemployment. I hypothesize that greater minimum wages, without accounting for cost of living, 
will reduce the rates of food insecurity and jail admission by improving individuals’ economic 
circumstances and potentially lifting them out of poverty. Regarding unemployment, I predict 
that there will be a significant relationship, but I make no directional hypothesis. After including 
cost of living, I expect that a larger “gap” between the minimum wage and cost of living will 
lead to greater rates of unemployment, food insecurity, and jail admission due to increased 
hardship and related adverse effects on low-income individuals. These predictions and their 
underlying explanations will be discussed in further detail later.  
 
Literature Review 
 Current scholarship has offered many conclusions on the economic effects of minimum 
wage laws. It is one of the most studied subjects in economics and has generated much 
disagreement among scholars. In this literature review, I do not seek to include every existing 
report that has been produced on minimum wages, as there are hundreds and such an extensive 
review is not necessary for interpreting the results of the current study. Additionally, given that 
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one of the primary goals of this project is to study minimum wages in tandem with local costs of 
living, an exhaustive review of minimum wage studies that do not consider cost of living would 
be of relatively limited value to this part of the study. However, it is still essential to examine 
what earlier research reveals about the individual effects of minimum wage or cost of living 
changes in order to explain the results presented later on, as I will be separately analyzing the 
effects of changes in nominal minimum wage values (meaning not adjusted for inflation) over 
time and the effects of changes in the “gap” between the minimum wage and local cost of living, 
relative to the national average. For this reason, I will provide a sample of the literature for each 
topic that I believe is sufficient for explaining the results of this study. I will begin with a 
discussion of the existing literature on minimum wages. 
 
Minimum Wage  
Much of the literature on minimum wages has focused on the question of how it affects 
unemployment rates, if it does at all. Although unemployment is only one of the dependent 
variables in this study, it may also explain differences in the other dependent variables: food 
insecurity and jail admissions. For this reason, it is essential to review prior economic literature 
on the subject. In studying the relationship between minimum wage and unemployment, different 
schools of thought have arisen, each having significant empirical support. One school, with more 
neoliberal persuasions, contends that increases in the minimum wage do little to alleviate poverty 
and lead to increases in unemployment, particularly among young workers who are more likely 
to have minimum wage jobs. The logic behind this view is that a higher minimum wage leads 
employers to hire fewer workers or to lay off current workers in order to offset the increase in 
operating costs and the loss of profit. In a 2012 study, “Using Federal Minimum Wages to 
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Identify the Impact of Minimum Wages on Employment and Earnings across the U.S. States,” 
Baskaya and Rubinstein found evidence for this view at the national level by examining teenage 
employment after the 1990 change in the federal minimum wage. While the results between 
states were differential, there were significant negative effects of the increased minimum wage 
on teenage employment at the national level (Baskaya and Rubinstein 2012). Many other studies 
have been done that support the neoliberal view of minimum wage increases, including one 
conducted by Jardim et al. of the National Bureau of Economic Research in 2017 titled 
“Minimum Wage Increases, Wages, and Low-Wage Employment: Evidence from Seattle.” This 
study looked at the effects of both phases of Seattle’s gradual minimum wage increase, which 
occurred in 2015 and 2016. The second phase, which was a larger increase, had significant 
negative effects on hours worked in low-wage jobs and on employment. The effects of the first 
phase were more modest (Jardim et al. 2017).  
A second school of thought contends that increasing the minimum wage would actually 
decrease unemployment, or at least hold it steady, and would decrease the poverty rate by raising 
the income of the lowest income earners above the poverty line. The theory behind this view is 
that increased wages lead to greater consumption, and thus, greater demand. More demand, in 
turn, can push employers to hire more employees to provide the necessary supply. Supporters of 
this view traditionally also emphasize that minimum wages have failed to keep pace with 
nationwide increases in the cost of living. In their 1993 study titled “Minimum Wages and 
Employment: A Case Study of the Fast Food Industry in New Jersey and Pennsylvania,” Card 
and Krueger attained results that support this view. They examined 410 fast food restaurants in 
Pennsylvania and New Jersey to see how the rise in New Jersey’s minimum wage in 1992 
affected employment in those businesses. The Pennsylvania restaurants were used as a control 
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group because they had not experienced a state-wide increase in the minimum wage during this 
time. After controlling for all relevant variables in their analysis, they found that unemployment 
in New Jersey fast food restaurants actually decreased after the minimum wage rose. They also 
looked at other employment-related variables, such as number of hours open per day, and found 
no statistically significant negative outcomes in the New Jersey restaurants (Card and Kruger 
1994). Card’s and Kruger’s work was groundbreaking in the field of minimum wage research, 
and many have replicated their methodology and found similar results (Dube et al. 2010).  
Still, a third school exists which adopts more of a mixed view on minimum wage 
increases. Its proponents concede that minimum wage increases would likely result in a loss of 
jobs but would also reduce the amount of people living in poverty. A 2019 report from the 
nonpartisan Congressional Budget Office (CBO) supports this prediction. The report examines 
the likely impacts of raising the federal minimum wage from $7.25 per hour to $10, $12, or $15 
per hour. It finds that all three options would raise millions out of poverty, with a positive 
correlation between the amount of the minimum wage and the amount of people lifted from 
poverty (CBO 2019). However, the study also finds that the unemployment rate would increase 
in all cases, again with a positive correlation between the value of the minimum wage and the 
degree of unemployment (CBO 2019). 
 
Cost of Living 
         As with the minimum wage, the effects of different costs of living on low-income earners 
can be mixed. However, there is little research that analyzes cost of living differences alone and 
their associated economic outcomes. This may be due to the fact that it is quite difficult to obtain 
an accurate measure of cost of living variation given how frequently prices change and because 
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there is not a uniformly accepted method for comparing costs of living across different locations. 
The widely known consumer price index (CPI) is used to measure changes in the price level 
relative to some reference year, but it cannot be used to measure absolute differences in cost of 
living across locations, which would be more useful to this research. Cost of living is also not as 
directly amenable to policy intervention as minimum wages are, thereby making it the less 
practical subject to study by itself. Because the literature on cost of living is relatively limited, it 
is useful to first briefly speak conceptually about it before discussing some of the specific studies 
that are relevant to this thesis.  
In many ways, living in an area with a high cost of living can be a barrier to economic 
success for the poor. If the prices of essential goods and services like fuel, housing, clothing, 
food, transportation, and medical care are high, many low-income earners will not be able to 
afford them. This makes it significantly more difficult for those in poverty to escape it and more 
challenging for their children to break the existing cycle of poverty. However, living in areas 
with low costs of living can also act as a barrier to economic success. Although these areas may 
have lower prices of goods and services, which are beneficial to low-income earners, they also 
may often have underfunded schools, hospitals, and community programs. These institutions and 
programs offer critical social services that help people escape the cycle of poverty and improve 
their circumstances. Due to the potential for mixed outcomes resulting from low or high costs of 
living, it is helpful to explore some of the relevant components of cost of living that are the most 
important and thus have been studied more extensively. This will be critical to developing the 




Housing Prices  
Housing is the component of cost of living that is perhaps the most significant and widely 
discussed. Housing costs take up a significant proportion of the budgets of low-income earners 
and are responsible for much of the differences in cost of living throughout the nation. The 2019 
State of the Nation’s Housing report, published by Harvard University’s Joint Center for 
Housing Studies, presents clear evidence of how housing costs impact low-income groups. In 
2019, rents rose nationwide by 3.6%, which was twice the pace of inflation in that year. In prior 
years, rents also increased by an amount greater than inflation (Fernald 2019). Because minimum 
wages are typically not indexed to inflation, this finding indicates that they have failed to keep 
up with housing costs, making housing increasingly unaffordable. The report also presents 
alarming figures relating to the cost burden of rental housing faced specifically by typical low-
income households in the US. It defines a household as “cost-burdened” by rent if it spends more 
than 30 percent of its income on rent, which is the traditional method used in such studies. For 
households earning less than $15,000 per year in 2017, 83 percent were considered cost-
burdened, with 72 percent of this group paying more than 50 percent of their income toward rent. 
These numbers remained roughly the same in the period from 2011 to 2017, suggesting that little 
progress has been made on the issue (Fernald 2019). The most severe rental cost burdens are 
most often found in metro areas with the highest-rent markets, such as Los Angeles and New 
York City, and the study links these high rental costs to rising homelessness rates in these areas 
(Fernald 2019). A concerning consequence of these rent burdens is that low-income earners 
spend significantly less on other necessities like food, health care, and transportation in order to 
save enough money for their housing costs (Fernald 2019). It is readily apparent how neglecting 
these basic necessities can have negative repercussions on life outcomes or economic success. 
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Food Prices 
Local food prices make up another important component of cost of living. In a 2013 
article “Do High Food Prices Increase Food Insecurity in the United States?” Gregory and 
Coleman-Jensen examined how low-income households participating in the Supplemental 
Nutrition Assistance Program (SNAP) are affected by local food prices. They found a significant 
positive relationship between local food prices and food insecurity among SNAP recipients. 
More specifically, they found that “a one‐standard deviation increase in food prices is associated 
with increases of 2.7, 2.6, and 3.1 percentage points in household, adult, and child food 
insecurity, respectively” (Gregory and Coleman-Jensen 2013 p.1). 
The relationship between cost of living and food insecurity is further explored in Feeding 
America’s Map the Meal Gap 2018 Report, which examines food insecurity in US Counties two 
years prior. This report, as with other annual Map the Meal Gap reports published by the 
organization, shows that high food prices can place a significant burden on poor families, 
especially when these families are already confronted with cost burdens for other necessities 
(Feeding America 2018). This finding relates to the earlier discussion about how high housing 
burdens can dictate how low-income households spend their money. The report states, “High 
rental burden, which occurs when a household pays 35% or more of their income on rent, may 
also indicate a lack of resources for a household to afford adequate food and health insurance 
coverage, potentially increasing the risk for negative health outcomes. Compared to all counties, 
those with higher rates of food insecurity tend to have higher rates of rental burden (44% versus 
36%)” (Feeding America 2018. p.29). In light of these findings, it is clear that food prices make 
a noticeable difference on the quality of life for the poor. When food prices are high, it is even 
more difficult for low-income households to afford all of the different goods and services that are 
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needed to live a comfortable life. The same holds true for high housing costs and for all other 
components of cost of living. Understanding the way these different components of cost of living 
interact with each other to aggravate the economic conditions of the poor is crucial for 
developing the theory behind this thesis in the following section. 
 
Theory and Hypotheses 
 As stated earlier, this study seeks to answer two central questions. The first is whether or 
not changes in the nominal minimum wage affect the rates of unemployment, food insecurity, 
and jail admission. The second is whether the size of the gap between the minimum wage and 
cost of living, relative to the national average, affects these same three variables. Said differently, 
in locations where the minimum wage falls relatively short of the cost of living, compared to the 
national average gap, are there higher rates of unemployment, food insecurity, and jail admission 




I hypothesize that as the nominal minimum wage increases, the food insecurity rate will 
decrease. I also predict that as the gap between the minimum wage and cost of living increases, 
food insecurity will increase. The theoretical foundations underlying these hypotheses are quite 
simple. When the minimum wage increases, workers receiving these wages should be more able 
to afford groceries and other goods, assuming that the cost of living remains relatively stable and 
does not drastically increase over a short time period. If the gap between the minimum wage and 
cost of living is large, low-income workers may struggle to afford enough groceries to prepare an 
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adequate number of meals, thereby increasing food insecurity. This is especially problematic in 
larger households, where the demand for food is greater and the health of the children are at risk. 
Food insecurity is made even more likely when the costs of other necessities beyond groceries 
are also high, as they often are. As discussed earlier, rent often demands the largest portion of the 
household budget for low-income groups. This can force them to spend less on food and other 
basic goods. Included among these other basic necessities are things like transportation and 
health services. Obviously, having access to both of these services is essential to individual 
financial security, as one’s employment status and personal relationships can be severely 




The causal link between the minimum wage and jail admissions is not as immediately 
obvious to most. Surely, there are endless social, economic, and political factors that can greatly 
influence crime rates and jail admissions. This study does not intend to prove that the minimum 
wage or the gap between the minimum wage and cost of living are among the most important 
factors determining the jail admission rate; instead, it aims to discover if they may partially 
explain differences in jail admissions, even if the effects are minor. The literature does, in fact, 
give reason to believe this is the case. As one study shows, the median incomes of incarcerated 
individuals prior to incarceration are significantly lower than those of non-incarcerated 
individuals of similar ages (Rabuy and Kopf 2015). The explanation behind this finding is rather 
intuitive. Poverty, in many ways, often presents unique obstacles such as low-quality education, 
lack of physical safety, unstable family or community life, and an inability to purchase basic 
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necessities. Needless to say, it is unsurprising that such unfavorable conditions may lead many 
into crime.  
Another important consideration when thinking about the link between poverty and 
incarceration is the role of fines and fees in the criminal justice system. Although these monetary 
penalties may be insignificant to criminal offenders in higher income brackets, they can present a 
huge burden to those already struggling financially. A 2015 White House report offered a closer 
look at these penalties and found that they are typically handed down without any consideration 
for the defendant’s ability to pay (Council of Economic Advisers 2015). More importantly, 
failure to pay these penalties often results in incarceration, with some jurisdictions having as 
much as 20 percent of their jail population serving time for not paying these debts (Council of 
Economic Advisers 2015). With this in mind, it is now clear how the minimum wage and the gap 
between the minimum wage and cost of living may serve as partial explanations of jail admission 
rates. When the minimum wage is higher, or when it carries more purchasing power with a lower 
cost of living, minimum wage workers and those dependent on them may be less likely to 
commit minor crimes related to poverty such as petty theft. Furthermore, those who do commit 
minor offenses may be more able to pay criminal justice fines and fees, which may mitigate the 
problem of entering jail for an inability to pay.  
 
Unemployment 
Unlike for the other dependent variables, I adopt a nondirectional hypothesis for the 
relationship between the nominal minimum wage and the unemployment rate. As discussed 
earlier, prior research has offered competing conclusions on how the minimum wage shapes 
unemployment. While some believe that high minimum wages increase unemployment due to 
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greater cost burdens on employers, others contend that high minimum wages may decrease 
unemployment by way of increased demand and consumption in the markets. For the purposes of 
this research, I do not favor one of these conclusions over the other, and therefore no directional 
hypothesis is put forward.  
 When looking at the minimum wage in combination with cost of living, I hypothesize 
that the size of the gap will be positively associated with unemployment. The more that people 
are unable to afford basic necessities such as transportation and health services, the less likely it 
may be that they are able to maintain employment due to the obvious burdens presented by not 
having access to these services. While there is little research looking specifically at the role of 
public transportation in influencing employment, there is some evidence to suggest that access to 
public transit significantly affects labor force participation (Sanchez 1999). It is also possible that 
burdensome transportation costs, in some cases, may even make individuals leave jobs that are 
further away to search for closer positions instead. Similarly, they may prevent people from 
seeking new perhaps better paying or more rewarding jobs elsewhere because they are limited to 
working within close geographical proximity. Given this, it is plausible that larger gaps between 




 The first step of data collection for this project was to obtain historical data for minimum 
wages at the city or county level. This particular type of dataset is available on the Washington 
Center for Equitable Growth’s website. Unfortunately, the data only cover a limited selection of 
cities and counties, but it was still able to provide a sufficient sample for this study. The website 
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also includes historical data for federal and state minimum wages. The datasets for these 
different units of analysis contain either daily, monthly, quarterly, or annual values. For the 
purposes of this project, only annual data from the years 2005 to 2016 were used. Because 
minimum wage increases can set in mid-year or gradually increase during any given year, I 
collected the annual average minimum wage values for each city and county in my study 
(Vaghul and Zipperer 2019).  
 Given that one of my primary independent variables is the gap between the minimum 
wage and cost of living, I then needed to collect data for cost of living. For this data, I needed to 
use a cost of living index for US cities or counties. Such indices express costs of living in these 
locations relative to the national average rather than as absolute values (national average, in this 
case, referring to the average of all cities or metropolitan areas included in the index). The index 
used for this project came from the Council for Community and Economic Research (C2ER). 
This organization has published the index since 1968 and has been regularly referenced by 
researchers, media outlets, and governmental institutions. The cost of living data from the index 
are available at the city or metropolitan statistical area level, and they are measured either 
quarterly or annually. Again, only annual values from 2005 to 2016 were obtained for this 
project (C2ER 2005-2016). 
While this index is quite comprehensive, it is important to note that it does have some 
drawbacks as it pertains to this project. Perhaps the most significant drawback is that the values 
reflect the purchasing patterns of professional and executive households who fall in the top 
quintile of the income distribution. Given that the purpose of this project is to analyze how low-
wage workers are affected by the relationship between minimum wage and cost of living, a cost 
of living index that only reflects the purchases of higher income earners admittedly is far from 
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ideal. To work around this problem and make this index more suitable for this project, I decided 
to use only the index values for groceries, housing, utilities, and transportation, as these are the 
four major spending categories for low-income households. Only including these categories for 
each observation, rather than using the composite index values, removes all luxury or non-
essential items from the index, making it a more realistic depiction of a low-income budget. With 
these four spending categories, I could not simply take the average of them, as that would imply 
that they are each weighted equally at 25% of a typical household budget. Instead, I tried to 
replicate the relative weights given to each category in C2ER’s dataset. For each year included in 
my study, the combined weight of housing and groceries was roughly twice that of utilities and 
transportation. Using this information, I constructed a new index value for each observation that 
weighs housing and groceries twice as heavily as utilities and transportation. Obviously, this is 
not a perfect reflection of relative costs, but I believe it is a reasonable estimation given the data 
constraints. 
 An additional problem the index presents for use in this analysis is that it does not include 
state and local taxes in its measurements. The Community for Economic Research recognizes the 
obvious importance of state and local taxes to cost of living but states that accurate collection of 
such data is not feasible and would jeopardize the accuracy of the overall index if an attempt was 
made to include it. While these drawbacks certainly present issues for this thesis, it is important 
to note that most, if not all, cost of living indices face similar difficulties simply due to the 
complex nature of measuring cost of living, a constantly changing economic indicator with many 
components. 
Once all of the data for minimum wages and cost of living were collected, the next step 
was to use the data to create the “gap” variable measuring the relative distance between the 
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minimum wage and cost of living. To do this, I needed to construct a minimum wage index 
similar to the one for cost of living that would allow for simple subtraction between 
corresponding values in the two indices to measure the gap. In creating this equivalent index, I 
took the average annual minimum wage in all fifty states and the District of Columbia for each 
year in the study to serve as a proxy for a national average minimum wage. One limitation of this 
method is that it does not account for the fact that many cities have higher minimum wages than 
the states in which they reside. Despite this limitation, this approach gives a reasonable 
approximation of a national average minimum wage. All minimum wage values in the data were 
then indexed to the national average in the year of observation, as is the case in the cost of living 
index. The index values for each place and year were subtracted from their corresponding cost of 
living index values, creating a numeric gap variable. Larger positive values of this variable 
indicate that the minimum wage falls relatively short of the cost of living, while smaller positive 
values (or sometimes negative values) indicate the opposite. 
After constructing the “gap” variable, I then needed to collect data for my dependent 
variables over the time period of my study –  2005 to 2016. Data for food insecurity were made 
available by Feeding America, a non-profit organization that publishes annual reports of food 
insecurity in US counties through their Map the Meal Gap project. In estimating food insecurity, 
Feeding America adopts the U.S. Department of Agriculture’s (USDA) definition of food 
insecurity as a “lack of consistent access to enough food for an active, healthy life” and measures 
access using responses to the Core Food Security Module (CFSM), a household survey 
developed by the USDA (Hunger and Health 2021). In the Map the Meal Gap datasets used, 
anyone who responded affirmatively to three or more questions from the CFSM was considered 
food insecure (Feeding America 2018). Because the data on food insecurity is collected only at 
 21 
the county level, not the city level, I was only able to use these estimates to compare the 
counties, or cities with boundaries and governments that are coextensive with their counties (e.g. 
Washington, DC, Louisville-Jefferson County, KY), in my analysis. 
Jail admissions data was only available at the county level as well, so the annual 
estimates collected also only applied to the counties or cities that are coextensive with their 
counties in my project. These data were taken from the Vera Institute of Justice’s incarceration 
dataset. As stated in the methodology for Vera’s incarceration project, the jail admission totals 
reflect the county of residence for those admitted to jail rather than the county where the jail they 
were admitted to is physically located (Vera Institute of Justice 2020). This is important to this 
project, as the goal is to find out how the minimum wage and cost of living in a particular county 
may affect the proportion of people from that county that go to jail. If the counts instead reflected 
where people were incarcerated rather than where they were from, some counties where jails are 
located would have heavily inflated jail admission rates, and the dataset would not be of use to 
this analysis.  
Finally, for unemployment rate data, I utilized the Federal Reserve Bank of St. Louis 
Economic Research database (FRED). From this dataset, I collected the annual average, not 
seasonally adjusted, percentages of people unemployed in each city or county in my study. The 
FRED unemployment estimates were retrieved from the U.S. Bureau of Labor Statistics (FRED 
2021).  
The final step of data collection was to obtain annual data for all of the control variables 
in my study which would be used to isolate the effects of the gap between minimum wage and 
cost of living on the dependent variables. For the food insecurity and jail admission models, the 
previously collected unemployment data were used as one control variable. In the unemployment 
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models, GDP growth was a control. The data on GDP growth were also taken from FRED 
(FRED 2021). The other controls in my study were the generosity of state and local public 
welfare spending, the percentage of the population that is black or African American, and the 
percentage of the population that is Hispanic or Latino. Generosity of public welfare spending 
was operationalized as total state and local spending on public welfare as a fraction of total state 
and local expenditures. The state and local level of aggregation was chosen rather than just the 
local level because state revenues and expenditures obviously play a huge role in targeting the 
problems addressed in this study, so a narrower focus on just local finances would not be nearly 
as comprehensive. The data for this variable were taken from the Urban Institute’s State and 
Local Finance Dataset, which was constructed using data from the US Census Bureau’s Census 
of Governments and Annual Survey of State and Local Government Finances (Randall et al. 
2017). The operational definition of public welfare, outlined in the Census Bureau’s 2006 
Government Finance and Employment Classification Manual, is quite broad. It includes state 
contributions to federal categorical assistance programs like Supplemental Security Income 
(SSI), Temporary Assistance for Needy Families (TANF), and the Medical Assistance Program 
(Medicaid). It also covers a long list of cash assistance programs, vendor payments for medical 
care and other purposes, and administrative costs for various government-operated welfare 
institutions (U.S. Census Bureau 2006). For estimates of the black and Hispanic populations for 
the selected cities and counties, I took the 5-Year Demographic and Housing Estimates from the 
American Community Survey, administered by the Census Bureau (U.S. Census Bureau 2010-
2016). Because the 5-year estimates are multiyear estimates, the values do not reflect any 
particular time within the 5-year period but rather are the values for the whole period itself. The 
year listed for each 5-year estimate is the final year of the period. For example, the 2010 5-year 
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black population estimate shows the black population from 2006 to 2010. In my study, I used the 
2010, 2015, and 2019 estimates (2020 was not available) to cover the years 2006 to 2016. 
Unfortunately, no estimates before 2010 were available, so all observations from 2005 were 
excluded in the models where minority populations were included as a control. Finally, for 
estimates of each location’s total population, which were used to calculate the food insecurity 
and jail admission rates, I consulted the City and Town Intercensal Datasets for 2000-2010 and 




For this analysis, I was able to collect data for 20 cities and 10 counties in the United 
States in total. While a greater sample size, especially for counties, would have greatly 
strengthened this analysis, this was ultimately not possible to obtain given that I could only 
include places that were both present in the Washington Center for Equitable Growth’s minimum 
wage dataset and in the Community for Economic Research’s cost of living index. Given this 
limitation, I make use of all possible data in this study. The specific cities and counties that were 
present in both datasets are included in Table 1 below.  
  
Table 1.  City and County Case Selection, 2005-2016 
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 However, not all of these places were included in each model. As mentioned earlier, the 
models for food insecurity and jail admissions only include counties, or cities with boundaries 
and governments that are coextensive with their counties, due to the fact that these variables 
were only measured at the county and not city level by the organizations that collected the 
original data. The models with unemployment rate as the dependent variable are the only ones 
that have all of the cities and counties listed in Table 1 above. The tables below show exactly 
which cases are included in the remaining models for food insecurity and jail admission.  
 
Table 2.  Food Insecurity City and County Case Selection, 2005-2016 
 
 
Table 3.  Jail Admissions City and County Case Selection, 2005-2016 
 
 
Before running any quantitative analyses using the data collected for these cases, I first 
made separate spreadsheets for each dependent variable, each containing the data for only the 
cities and counties that are included in the models for that particular variable. The jail admissions 
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spreadsheet differs from the unemployment and food insecurity spreadsheets because it contains 
the rolling three-year average values for all of the independent variables, rather than just the 
original values for each year of observation. In each row of three-year averages, I also included 
the s admission rate in the third year alone. For example, the first row for a particular city or 
county will present the 2005 to 2007 averages for the independent or control variables but will 
present just the 2007 value for jail admissions. The following row will present 2006 to 2008 
averages with the 2008 jail admission rate, and this continues until 2014 to 2016. The reason for 
examining the jail admission rate only at the end of each three-year period is that it allows time 
for the hypothesized effects of changes in the independent variables to set in. As with most 
changes in economic policy, the full effects of changing minimum wage legislation are not 
always observable immediately and can take some time to set in. This is particularly true when 
looking at minimum wage and cost of living as potential predictors of differences in jail 
admission rates. It is highly unlikely that a slight increase in the unaffordability of goods would 
make more individuals end up in jail right away. It is much more plausible that these economic 
circumstances may partially contribute to such severe outcomes only in the long-run. For this 
reason, it is logical to compare the averages of independent variables over a specified time period 
with the jail admission rate at the end of that time period.   
While this is the approach taken for jail admissions, it is not used for the unemployment 
or food insecurity models. Instead, these two variables are regressed with the independent 
variables for each year of observation rather than over a three-year time period. This is because 
we can expect that changes in the minimum wage or in the relative affordability of goods will 
impact unemployment and food insecurity rates more quickly than they will for the much more 
complex problem of jail admissions. Unemployment and food insecurity are almost exclusively 
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economic problems, significantly affected by changes in economic policy, whereas jail 
admission is at least as much a social and political problem as it is an economic one. Given this, 
it makes sense to analyze changes in unemployment and food insecurity in a way that is more 
responsive to the frequent changes in economic policy.  
With the datasets completed and organized, the final step was performing the quantitative 
analysis. The analysis is split into two parts. The first part examines the relationships between 
the minimum wage, in nominal dollars, and each of the dependent variables. This is similar to 
traditional minimum wage studies, which look at the isolated effects of minimum wage changes 
without any consideration of cost of living in the models. The second part of the analysis 
accounts for relative cost of living differences and examines the effects of the gap between 
minimum wage and cost of living on the dependent variables. For both parts, I used Stata to 
perform regression analyses to obtain my results. The regressions were performed using fixed 
effects to control for unit-specific unmeasured variables. The results of these regressions are 







 For each of the dependent variables in this analysis, I took a stepwise approach to 
building the regression models. The first models regress the dependent variable on just the 
independent variable of interest alone — either the minimum wage or the gap between minimum 
wage and cost of living. Every subsequent model introduces additional independent, or control, 
variables that are expected to substantively affect the dependent variable values. The second 
models for the jail admission and food insecurity analyses add in the local unemployment rate as 
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a second independent variable. Since unemployment is also its own separate dependent variable, 
the second models for unemployment add in GDP growth from the prior year as the second 
independent variable. In Models 3, public welfare generosity is included. Models 4 include the 
percent of the population black or African American and the percent Hispanic or Latino as the 
final independent variables. The full list of dependent and independent variables, along with their 
definitions and sources, is shown in Table 4. It is worth noting that a fifth model was run for 
each of the analyses that included a dummy “crisis” variable to indicate the presence or absence 
of a larger economic crisis, given that the Great Recession occurred in the time period being 
studied. The crisis variable was marked present from 2008 to 2011, the year national real GDP 
returned to its pre-crisis peak (FRED). The goal of including this variable was to capture any of 
the direct or indirect effects of the recession that were not accounted for by the models. 
However, the crisis dummy variable did not turn out to be significant in any of the regression 
models in this study and was excluded from the final analyses. 
For each model, the regression coefficients, adjusted R-squared values, and the 
significance levels (p-values) returned by Stata for each independent variable were recorded. All 
data for the control and dependent variables were entered into Stata as percentages except for the 
jail admission rate, which was expressed as the total number of admissions per 100,000 people. 
In calculating the p-values, Stata automatically performs two-tailed significance tests, whereas 
many of the hypothesized relationships between variables in this paper warrant one-tailed tests. 
For example, a one-tailed test is more appropriate when testing the relationship between 
unemployment and food insecurity because we can reasonably expect that increased 
unemployment will only increase food insecurity, and thus we are only interested in the positive 
tail of the distribution. Two-tailed tests were used only when examining the effect of nominal 
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minimum wages on unemployment, as a nondirectional hypothesis was put forth for this 
relationship. In order to adjust the significance levels to reflect one-tailed tests, the p-values 
given in the output were divided by two. These values were used in creating the tables included 





















Table 4. Variable Definitions and Sources   
  Definition Original data source 
Dependent variables     
Unemployment Rate The number of unemployed persons 
as a percentage of the civilian labor 
force. 
Federal Reserve Economic Data, 
Department of Labor 
Food Insecurity Rate The number of people who answered 
affirmatively to three or more 
questions from the Core Food 
Security Module (CFSM) as a 
percentage of the total population. 
Feeding America 
Jail Admission Rate The number of people admitted to jail 
from each city or county per 100,000 
people. 
Vera Institute of Justice 
Independent variables     
Minimum Wage Average annual minimum wage Washington Center for Equitable 
Growth 
Minimum Wage to Cost of Living 
Gap 
Measure of the relative difference 
between the cost of living and 
minimum wage, compared to the 
national average; calculated by 
subtracting the constructed minimum 
wage index values from the cost of 
living index values for each city or 
county. 
Washington Center for Equitable 
Growth, The Council for Community 
and Economic Research 
Unemployment Rate The number of unemployed persons 
as a percentage of the civilian labor 
force. 
Federal Reserve Economic Data, 
Department of Labor 
Gross Domestic Product Growth Percent change in local GDP from the 
previous year. 
Federal Reserve Economic Data 
Percent of the Population Black or 
African American 
The number of black or African 
American, non-Hispanic, people as a 
percentage of the total population. 
American Community Survey 
Percent of the Population Hispanic or 
Latino 
The number of Hispanic or Latino 
people, of any race, as a percentage of 
the total population. 
American Community Survey 
Public Welfare Generosity The total amount of state and local 
public welfare spending as a 
percentage of total state and local 
expenditures. 




The first group of regressions in this study, shown in Table 5, examine the effects of 
nominal minimum wages alone, without cost of living, on the unemployment rate. Model 1, 
which does not add in any additional explanatory variables, shows no significant effect in either 
direction from the minimum wage on unemployment. This model, however, is quite 
underspecified as it does not include GDP growth, a key variable that is widely understood to 
have a strong negative correlation with unemployment. Model 2 reaffirms that larger GDP 
growth does, in fact, reduce unemployment. Also in this model, the coefficient for minimum 
wage becomes positive, though it is still not significant. In Model 3, GDP growth maintains its 
effect, and there is now a significant positive coefficient between minimum wage and 
unemployment. There is also a statistically significant negative coefficient between public 
welfare generosity and unemployment. This finding provides some defense against the claim that 
generous public welfare spending will lead to increased unemployment by reducing work 
incentives. Model 4, the most fully specified model, shows the coefficients for the previous three 
Minimum Wage -.001 .024 .295 ** .298 *
GDP Growth -.196 *** -.111 *** -.174 ***
Public Welfare Generosity -.483 *** -.525 ***
% Black or African American -.153
% Hispanic or Latino .144
Constant 6.438 *** 6.719 *** 13.155 *** 12.887 ***
R
2
 Within .00 .08 .27 .27
R
2
 Between .06 .01 .18 .11
R
2  
.00 .04 .16 .08
Observations 360 360 360 330
Table 5. Minimum Wage - Unemployment Models, Fixed Effects
Unemployment
Model 1                  Model 2             Model 3 Model 4             
* significant at .05; **significant at .01; ***significant at .001;  ^ significant opposite hypothesized direction.
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independent variables increase slightly. The minimum wage remains significant, although now at 
p < .05 rather than p < .01. The lower significance level, however, can likely be explained by 
there being fewer observations in the sample compared to Model 3. Surprisingly, the model 
reveals no significant relationships between percentages of the populations black or Hispanic and 
the unemployment rate. Given the existing racial discrepancies in unemployment, we would 
expect significant positive coefficients for these variables (DeSilver 2020). However, their non-
significance can almost certainly be attributed to the use of fixed effects in the regression 
models. Fixed effects models capture variation within subjects rather than variation between 
them (hence why “R2 Within” is almost always larger than “R2 Between” in all tables included in 
this section). Of the cities and counties in this study, there is very little variation over time in the 
percentages of the population black or Hispanic. Large variations in these variables only exist 
across places rather than within them. This fact explains why these two variables may not show 
significant results in some of the analyses, including this one. Nevertheless, these models 
indicate that higher minimum wages may contribute to higher unemployment rates, after 
controlling for other relevant variables. This finding provides some support for the earlier-
discussed neoliberal contention that minimum wage increases can lead to greater unemployment.  
 32 
 
 Table 6 presents the results of the models examining the relationship between minimum 
wage and food insecurity. In Model 1, the minimum wage, by itself, has a highly significant 
negative coefficient, as was hypothesized. Model 2 also returns a highly significant (now at p < 
.01) negative coefficient for the minimum wage. Unemployment has a significantly positive 
effect on food insecurity, again as was predicted. These relationships remain mostly steady in 
Model 3, and the added public welfare generosity variable has a negative but insignificant 
coefficient. In Model 4, minimum wage and unemployment again remain significant but have 
slightly weaker coefficients, and public welfare generosity is still insignificant. The percentage 
of the population black has a positive and significant coefficient, but the percentage Hispanic 
surprisingly did not have a similar result. Again, this may simply be due to the use of fixed 
effects on a variable that has very little subject-specific variation. The results of this final model, 
with the exception of that for percentage Hispanic, confirm the findings presented in the Map the 
Meal Gap annual reports by Feeding America, the organization that provided the original food 
insecurity estimates used for this study. In their reports, they consistently find that 
Minimum Wage -1.03 *** -.489 ** -.483 * -.364 *
Unemployment Rate .295 *** .261 ** .202 *
Public Welfare Generosity -.058 -.090
% Black or African American .280 *
% Hispanic or Latino -.193
Constant 21.739 *** 15.266 *** 16.562 *** 16.117 ***
R
2
 Within .38 .44 .45 .48
R
2
 Between .01 .12 .07 .03
R
2  
.00 .11 .08 .04
Observations 112 112 112 112
Table 6. Minimum Wage  - Food Insecurity Models, Fixed Effects
Food Insecurity
Model 1 Model 2          Model 3 Model 4
* significant at .05; **significant at .01; ***significant at .001;  ^ significant opposite hypothesized direction.
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unemployment and the percentages black or Hispanic have strong positive correlations with food 
insecurity (Feeding America 2021). My study not only supports these earlier findings, but also 
suggests that higher minimum wages may contribute to lower food insecurity rates. The 
hypothesized explanation for this is that higher minimum wages, though potentially increasing 
unemployment, can lift many out of poverty, thereby making the cost burdens from groceries and 
other essential goods less severe.  
  
 The next set of models, presented in Table 7, analyze the relationship between minimum 
wage and the jail admission rate, which is calculated and expressed per 100,000 people. As was 
hypothesized, all of the models reveal a large and highly significant negative coefficient for 
minimum wage. Surprisingly, however, no statistically significant findings were obtained for any 
of the other variables in any of the models. The non-significance of these variables may be 
explained by there being other factors that are more heavily influencing the jail admission rate.  
 One such factor may be differences in law enforcement priorities across jurisdictions. If 
officers in some counties aggressively pursue arrests for drug use or other common nonviolent 
Minimum Wage -540.204 *** -554.480 *** -546.567 *** -536.624 ***
Unemployment Rate 28.191 16.263 -8.270
Public Welfare Generosity -24.302 -81.827
% Black or African American 120.067
% Hispanic or Latino 120.733
Constant 7353.980 *** 7279.782 *** 7758.424 *** 4501.659 ***
R
2
 Within .26 .26 .26 .26
R
2
 Between .08 .08 .06 .01
R
2  .09 .09 .07 .01
Observations 120 120 120 108
* significant at .05; **significant at .01; ***significant at .001;  ^ significant opposite hypothesized direction.
Table 7. Minimum Wage - Jail Admissions Models, Fixed Effects
Jail Admissions
Model 1 Model 2 Model 3 Model 4
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offenses, there may be substantially higher jail admission rates in these counties than in others 
where officers are more lenient toward these acts. In fact, geographic disparities in law 
enforcement priorities are well-documented, particularly with regard to drug arrests. A study 
conducted by Ryan King at The Sentencing Project looks at drug arrests in 43 cities between 
1980 — when the “war on drugs” began to ramp up — and 2003. A key finding of that study 
states: 
 There were extreme variations in the rate of increase of drug arrests for the 40 cities 
 with growth during this period. Tucson’s rise of 887% was 68 times that of San Diego’s 
 13% growth. The average increase of 592% for the top ten cities was nearly 12 times the 
 average 50% increase for the bottom ten cities. (King, 2008, p.7)  
 
Moreover, such large geographic disparities exist not only nationally, but also among cities in the 
same state (King 2008). These findings on the differences in law enforcement practices between 
localities help contextualize the earlier discussion of just how important local political and social 
forces can be in influencing jail admissions. For this reason, it is again worth noting that the 
economic predictors of jail admissions in this study do not reveal the whole picture and should 
be interpreted with some caution. A second contributing factor, according to the Vera Institute of 
Justice, may be that some counties hold more individuals in jail for other authorities, including 
other county jails, U.S. Immigrations and Customs Enforcement, or the U.S. Marshals Service (Vera 
Institute of Justice 2020). If this applies to any of the counties in my study, it could surely affect 
the results and lead to nonsignificant findings, especially given the relatively small sample size 
for this analysis. Nevertheless, the obtained results for the minimum wage variable in each of the 
models certainly lend credence to the idea that incarceration is very much an economic problem 
and one that is deeply connected to poverty. The findings also suggest that raising the minimum 
wage, when appropriate, could potentially be an effective means of tackling this problem.  
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Minimum Wage to Cost of Living Gap 
 The following sets of analyses are similar to those in the previous subsection but now 
include the gap between the minimum wage and cost of living, as compared to the national 
average gap, as the primary independent variable of interest. The first models examined are those 
with unemployment as the dependent variable (see Table 8).  
 
 In Model 1, we see that the gap by itself has a statistically significant positive effect on 
unemployment, as was hypothesized. This relationship holds in Model 2 after including GDP 
growth as an additional variable. As was the case in the minimum wage models, GDP growth has 
a highly significant negative effect on unemployment in all models. In Model 3, the gap variable 
still has a positive coefficient, though a slightly weaker one, and it is significant but now only at 
the p < .05 level. Public welfare generosity has a significant negative coefficient, consistent with 
its results in the minimum wage models. The gap variable reclaims its original higher 
significance level in Model 4, after the addition of the variables for percentage black and 
percentage Hispanic. Of these two added variables, only the percentage Hispanic is shown to 
MWCOL Gap .058 *** .055 *** .035 * .054 ***
GDP Growth -.174 *** -.110 ** -.178 ***
Public Welfare Generosity -.392 *** -.431 ***
% Black or African American -.129
% Hispanic or Latino .481 ***
Constant 4.872 *** 5.358 *** 12.778 *** 4.852
R
2
 Within .04 .12 .23 .27
R
2
 Between .05 .04 .27 .08
R
2  
.01 .03 .16 .08
Observations 319 319 319 293
Table 8. Minimum Wage to Cost of Living Gap - Unemployment Models, Fixed Effects
Unemployment
Model 1                  Model 2                  Model 3           Model 4
* significant at .05; **significant at .01; ***significant at .001;  ^ significant opposite hypothesized direction.
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have a significant positive coefficient for unemployment. Strangely, this differs from the 
minimum wage-unemployment model (see Table 5), where the percentage Hispanic had no 
significant result. The use of fixed effects modeling is likely responsible for this inconsistency. 
  
 Table 9 offers the results for the food insecurity models with the gap as the primary 
independent variable. In Model 1, the gap alone has a significant positive coefficient, perhaps 
indicating some connection between the gap and the food insecurity rate. However, the 
significance of this variable no longer exists in Model 2, as unemployment appears to be a much 
stronger predictor of food insecurity. Interestingly, the gap becomes significant again, though 
less so than before, in Model 3 after adding in public welfare generosity, which has a 
nonsignificant negative effect. In Model 4, the gap again returns to being a statistically 
insignificant variable, while unemployment, welfare generosity, and percentage black all have 
significant findings in the hypothesized directions. The inconsistent significance of the gap 
variable in the models, along with its relatively weak coefficients, indicate that it likely does not 
explain much of the variation in food insecurity rates. Instead, it appears from the fourth model 
MWCOL Gap .053 ** .025 .031 * .026
Unemployment Rate .388 *** .304 *** .188 *
Public Welfare Generosity -.118 -.161 *
% Black or African American .362 **
% Hispanic or Latino -.237
Constant 11.506 *** 9.841 *** 12.414 *** 12.348 **
R
2
 Within .09 .36 .37 .43
R
2
 Between .01 .01 .00 .03
R
2  
.01 .04 .01 .07
Observations 96 96 96 96
Table 9. Minimum Wage to Cost of Living Gap - Food Insecurity Models, Fixed Effects
Food Insecurity
Model 1         Model 2 Model 3          Model 4
* significant at .05; **significant at .01; ***significant at .001;  ^ significant opposite hypothesized direction.
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that the other variables outweigh the effect of the gap on food insecurity. As was true of the food 
insecurity analysis in the previous subsection, the fourth model is fairly consistent with Feeding 
America’s research on the predictors of food insecurity (Feeding America 2021). The only 
finding from this model that is not consistent with their research is that the percentage Hispanic 
variable is nonsignificant, as it also was in the equivalent minimum wage-food insecurity model 
(see Table 6).  
 
 The final set of models shown in Table 10 examine the relationship between the gap and 
the jail admission rate per 100,000 people. In all four of the models, the gap variable is 
insignificant with a negative coefficient, the opposite of the hypothesized direction. The 
unemployment rate is also insignificant in all of the models. The public welfare variable is 
insignificant in Model 3 but becomes significant in Model 4, with a fairly large negative effect. 
Also in Model 4, there is a significant positive association between the percentage of the 
population that is black and jail admissions, a finding consistent with prior research on racial 
MWCOL Gap -7.537 -6.563 -7.721 -3.885
Unemployment Rate -46.658 -102.345 -37.293
Public Welfare Generosity -112.762 -183.594 *
% Black or African American 218.629 *
% Hispanic or Latino -212.466
Constant 3389.842 *** 3660.723 *** 6186.967 ** 7090.410
R
2
 Within .00 .01 .03 .20
R
2
 Between .06 .09 .01 .00
R
2  .03 .04 .02 .04
Observations 106 106 106 94
* significant at .05; **significant at .01; ***significant at .001;  ^ significant opposite hypothesized direction.
Table 10. Minimum Wage to Cost of Living Gap - Jail Admissions Models, Fixed Effects
Jail Admissions
Model 1 Model 2             Model 3 Model 4
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disparities in incarceration (Sawyer 2020). This relationship does not hold for the percentage 
Hispanic variable, which has an insignificant negative association.  
 
Public Welfare Generosity 
 While the primary focus of conducting the previous analyses was to explore the 
significance of the minimum wage — both its nominal value and its relative distance from the 
local cost of living, compared to the national average distance — the results reveal several 
important findings with regard to the public welfare generosity variable as well. Looking only at 
Models 4, the most complete models, public welfare generosity is statistically significant in the 
hypothesized direction in four of the six tables. In the minimum wage - unemployment model, a 
one percent increase in the share of state and local expenditures coming from public welfare 
spending is associated with a 0.525% decrease in the unemployment rate. In the gap models, it is 
associated with a 0.431% decrease in unemployment, a 0.161%  decrease in food security, and 
0.184% (183.594 expressed as a percentage of 100,000) decrease in jail admissions. In the two 
models where welfare generosity is not significant (see Tables 6 and 7), the coefficients are still 
negative, as hypothesized. While these figures may be quite modest, together they indicate that 
the generosity of the welfare state can make a difference in the economic well-being of its 
recipients and of their communities. Moreover, had this analysis not used fixed effects, the 
observed relationships for the welfare generosity variable would almost certainly be much 
stronger. Because the fixed effects models analyze subject-specific variation, they do not capture 
where serious differences in public welfare generosity exist – between states. This exclusion is 
especially important given that welfare generosity is measured at the combined state and local 
level, and many of the sampled cities and counties are concentrated in the same few states. 
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Because of this, many places in the sample share the same values for welfare generosity, and the 
results are likely quite understated. That welfare generosity is still usually significant even with 
the use of fixed effects indicates that it is likely a very important variable determining the 
severity of poverty-related problems. This is consistent with prior welfare research which has 
found that the generosity of welfare spending is the single largest factor influencing poverty in 
the context of affluent democratic societies such as the United States (Brady 2009). 
 
Limitations 
 This study is subject to a number of methodological limitations that must be considered 
when interpreting the results. Some of these were briefly touched upon earlier in this paper, 
including the relatively small samples of cities and counties that were able to be used in the 
different analyses. Beyond their sizes, the samples also do not possess the ideal amount of 
geographic diversity, as a large portion of the cities and counties are located in California and 
New York. In fact, this may have contributed to the unusual results for the percent Hispanic 
variable, given how large the Hispanic population is in California compared to other states. The 
other major obstacle that was previously discussed was the calculation of the “gap” between the 
minimum wage and cost of living. Because the data from C2ER’s cost of living index needed to 
be selectively modified to reflect the purchasing patterns of a low-income household, rather than 
those of the top income quintile, the estimates of relative cost of living are not entirely precise. 
Similarly, the technique used to create a minimum wage index does not provide a perfect 
measure of relative minimum wage values. Again, this is because the national minimum wage 
was calculated by averaging the minimum wages of all fifty states and the District of Columbia 
without including the separate and often higher minimum wages of cities, as there is no dataset 
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that includes historical minimum wage rates for every city in America. If such data were 
available, and if there was a cost of living index that was created using low-income purchasing 
patterns, the gap variable developed in this study would likely have much more explanatory 
power. 
 An additional limitation of this study pertains to the food insecurity data obtained from 
Feeding America. For their 2013 Map the Meal Gap study, which examines food insecurity two 
years earlier in 2011, Feeding America slightly altered their methodology by introducing 
homeownership as an independent variable to serve as a proxy for household assets. Due to this 
change, the estimates since 2011 do not entirely line up with those from before 2011. In an effort 
to avoid this problem, I attempted to split the food insecurity regressions into two parts – one 
using data from pre-2011 and the other from 2011 on. However, the sample sizes of these 
separate regressions were insufficient to yield strong results, especially in the first part which 
used data covering only a two-year period (2009 and 2010). In the second part, which covered 
2011 to 2016, the coefficients were closer to those revealed in the undivided models presented 
earlier in this paper but were still weaker and usually not significant. Because of this dilemma, I 
had to include the food insecurity estimates from the entire time period they were available in the 
final models rather than building separate models for different time periods. To make sure that 
this would not unintentionally ignore any drastic changes in the food insecurity estimates 
beginning in 2011, I plotted the food insecurity rates for each city over the complete time period. 
While some cities experienced modest observable differences from 2010 to 2011, there were no 
serious deviations from the pre-2011 values that would have raised concern over the validity of 
the results. Given this, there is reason for confidence in the findings discussed earlier. Future 
researchers interested in looking at county-level differences in food insecurity can likely work 
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around this inconsistency in the data by either replicating Feeding America’s current 
methodology or perhaps by using alternative sources of county food insecurity data, if available.  
 
Conclusion 
 This study has revealed several key findings relating to the effects of local minimum 
wages in the sampled cities and counties. In the first part of the quantitative analysis, which 
primarily looks at the minimum wage alone without considering differential costs of living, I 
find that the minimum wage has a significant relationship with all three dependent variables: 
unemployment, food insecurity, and jail admissions. While increases in the minimum wage are 
associated with increased unemployment, they are also associated with decreases in food 
insecurity and jail admissions.  
 The observed effects on these variables have important implications for policy. Together, 
they suggest that raising the local minimum wage will often lead to mixed outcomes — some 
beneficial and others not. It may in fact reduce poverty, as well as poverty-related issues, but 
these benefits could potentially be outweighed by rising unemployment in some cases. For this 
reason, local policymakers must carefully consider the existing economic circumstances in the 
communities they lead before reaching a decision on whether or not to raise the minimum wage. 
If unemployment is already widespread, significantly increasing the minimum wage may not be 
advisable, at least not without accompanying policies to encourage employment. As this study 
has shown, welfare spending can have a negative effect on unemployment, so expanding 
successful existing programs or creating workable alternatives may be one way to counteract the 
minimum wage’s positive effect on unemployment. Even without such policies, more modest 
increases in the minimum wage may be recommended where necessary. Alternatively, if 
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unemployment is not as great of an issue but poverty is still comparatively high, raising the 
minimum wage to an appropriate amount — meaning an amount that does not significantly 
worsen labor market conditions by overburdening employers — may be a wise choice.  In either 
case, if the minimum wage is increased, there will be a need for policies targeted at helping those 
who lose their jobs or are unable to find entry-level jobs as a result. In addition to social 
assistance or unemployment insurance, there must be organized labor market training and 
workforce development efforts in place. These types of programs will help displaced workers 
learn new skills and become more appealing candidates for positions that pay the higher 
minimum wage or better.  
 The second part of the quantitative analysis aimed to build on existing literature by 
introducing an important element that is generally not given due attention in minimum wage 
research: cost of living. I set out to study minimum wages in conjunction with local costs of 
living because of the simple fact that the effects of any minimum wage legislation will always be 
constrained by how far the minimum wage can go given a particular price level. Because it is 
difficult to measure absolute differences in the price level between places, this study uses a 
relative measure — one that indexes each city or county relative to the national average cost of 
living. By creating an equivalent relative measure of minimum wages in the sampled cities and 
counties and seeing how much these values deviate from their corresponding cost of living 
values, I was able to study the effect of the “gap” between the minimum wage and cost of living 
on the dependent variables. I find that the gap only has consistently significant relationships with 
unemployment, although it is also significant in some less specified models for food insecurity. 
The gap’s effect on unemployment is a positive one, indicating that when the minimum wage has 
relatively small purchasing power, compared to the national average, unemployment rises. When 
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the gap is significant in the food insecurity models, it also has a positive effect, suggesting that a 
minimum wage with little purchasing power can increase food insecurity, although the effect is 
quite small.  
 Although these findings are less conclusive than those for just the minimum wage alone, 
they too carry important policy implications. The fact that the gap between the minimum wage 
and cost of living matters for unemployment indicates that there may be adverse effects on 
employment that arise from not being able to afford basic necessities. As previously stated, a 
lack of basic necessities can increase hardship for low-income households and have harmful 
secondary effects on employment. By weakening the strength of the minimum wage, a high cost 
of living may slightly contribute to food insecurity. Grocery prices may be a particularly 
important factor, but as previous literature has shown, other common expenses like housing 
contribute to the problem as well. Policymakers must consider the price levels within their 
communities and make sure that the minimum wage does not fall well below what is required to 
cover these costs. Administering household or individual surveys to gauge the degree of hardship 
and cost burdens faced by low-income earners may be one helpful tool for local policymakers to 
use when setting the minimum wage rate. Not paying adequate attention to price levels risks 
harming those most affected by high prices and further hindering economic opportunity for those 
already in poverty.  
 In addition to demonstrating the effects of the minimum wage and cost of living, this 
research has contributed to the literature on welfare generosity by measuring its impact in the 
domains of unemployment, food insecurity, and jail admissions in select US cities and counties. I 
find a particularly meaningful relationship between welfare generosity and unemployment. In 
both parts of the quantitative analysis, I find that more generous welfare spending is associated 
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with lower unemployment, and the relationship is highly significant. As stated earlier, this 
provides some defense against the claim that work disincentives associated with generous 
welfare programs increase the unemployment rate. At least in this sample of cities and counties, 
that does not hold true. In the second part of the analysis, more generous welfare spending is 
associated with lower food insecurity and lower jail admissions in the most fully specified 
models. Again, all of the observed effects of the public welfare generosity variable would likely 
be even stronger had fixed effects modeling not been used, as this technique does not capture 
variation in welfare generosity between states – where the differences are the greatest. 
 While these findings are informative, there is still ample opportunity for future research 
to build upon the work done in this study. As more local data become available, scholars 
pursuing similar research will be able to avoid some of the methodological obstacles of this 
study and establish firm conclusions about the effects of the minimum wage, cost of living, and 
public welfare generosity on key indicators of well-being such as unemployment, food 
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